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The power to make it better,

AARP Montana Legislative Priority

Home and Community-Based Services —
Crucial Choices for Quality of Life

Montanans want to remain in their homes

A recent survey of AARP members in Montana showed that 70 percent of respondents ranked remaining in their
homes as a top concern. And 75 percent said that helping people age in place should be a top legislative priority.

A key priority for AARP in Montana is helping older adults to meet their long-term care needs by expanding the
Medicaid Waiver Home and Community Based Services (HCBS) program. This program allows low-income
Montanans who need nursing home level of care to receive services in their homes. The federal government
provides funding for over 2/3 of the costs of these services.

Montanans are waiting for Home and Community Based Services

Currently, 471 Montanans are on a waiting list for the Medicaid HCBS program. All of these people need nursing
home level of care. Some refuse to go to a nursing home, remaining at home without adequate care in situations
that contribute to declining health. A long waiting list does not serve Montanans well.

Home and Community Based Services saves the state money in the long-term

Expanding HCBS costs some money in the short term, but states that have made this investment have seen a
reduction in nursing home spending and saved money over time.!

It’s time for Montana to expand Home and Community Based Services — Support NP 22223

Recognizing our rapidly aging population, the governor’s budget proposes a significant expansion of the Medicaid
Home and Community Based Services Program. New Proposal 22223 will provide services to over 230 more
Montanans. In addition, it will expand counseling services to more areas of the state to better inform Montanans
about HCBS and provide a single point to access numerous services.

AARP urges the legislature to adopt NP 22223 and expand home and community based services for seniors and
people with physical disabilities.

For more information contact:
Claudia Clifford

Advocacy Director AARP MT
406-439-8046

! Health Affairs, January/February 2009, “Do Noninstitutional Long-Term Care Services Reduce Medicaid Spending?”.
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Preserve funds for Montana
seniors' home, area services

‘The Legislature should begin to address the growing demand for
Home and Community Based Services - as the governor has - by preserving
funding for this program in the state's budget proposal.’

— Bob Bartholomew, AARP Montana State Director

By BOB BARTHOLOMEW

As Congress searches for
ways to stimulate the economy at
the state level, boosting federal
Medicaid funding should be at
the top of the list. And the state
Legislature would be wise to
follow suit by preserving the
funding for the Medicaid Home
and Community Based Services
outlined in the governor's budget.
Preserving these funds is a win-
win for the state.

Montana 1s aging at a faster
rate than most other states - in
fact, it's one of the fastest-aging
states in the nation.
.Overwhelmingly, most residents
want to age in place, ideally in
their own homes.

A recent survey of AARP
members in Montana showed
that 70 percent of respondents
ranked remaining in their homes
as a top concern, and 75 percent
said that helping people age in

-released in July,

place should be a top legislative
priority.

The findings reflect the
struggle of many Montanans to
find care they can afford in the
setting of their choice. Medicaid
will pay for nursing home care
right away, but those seeking
alternatives have to get in line:
More than 400 residents are
currently waiting for home and
community-based services. Some
can expect to wait for almost a
year.

According to an AARP report
Montana
allocates 75 percent of its
Medicaid long-term-care funding
to nursing homes, despite a
decrease in the number of
residents in such facilities and
the much higher cost of
providing care in an institutional

setting. More state dollars
allocated  to home and
community-based care would

provide more choices in our

state's long-term-care system and
help meet our citizens' demand
for these services.

In addition to providing
valuable services to our seniors,
Medicaid is a powerful economic
force in our state. Leading
economists and researchers agree
that Medicaid cuts harm the
economy, and that increased
Medicaid funding boosts local
economies and can help prevent
our economic crisis from getting
worse. That's because for every
dollar Montana cuts in Medicaid
funding, the state loses $2.13 in
federal matching funds.

The 8 percent increase in
Medicaid funding to states
proposed by  congressional
leaders (House Resolution 7110),
would generate $87.8 million for
Montana. That money then flows
through the economy, providing
jobs, generating tax revenue for
both state and local governments




~and essentially ends up .in the
pockets of Montanans.

We believe providing health
security for Montanans through
the  Medicaid Home and
Community Based  Services
program is exactly the kind of
economic  stimulus  America
needs in this time of crisis.

. The state Legislature would
be wise to leverage any
additional  federal = Medicaid
funds as a way to boost
Montana's economy. At the very
least, the Legislature should
begin to address the growing
demand  for Home  and

Community Based Services - as

the governor has - by preserving
funding for this program in the
state's budget proposal.

Bob Bartholomew of Helena
is AARP Montana state director.
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Medicaid Long-Term Care Spending for Older People and Adults
with Physical Disabilities in Montana and the U.S., 2006
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Montana

12% ” 9%
e ' 15%

13%

75%

Percentages may not add to 100% due to rounding

75%

B Aged/Disabled Waivers [Other HCBS [ONursing Homes

Similar to the U.S. average, Montana allocates a greater percentage (75 percent) of its
Medicaid long-term care (LTC) spending for older people and adults with disabilities to
nursing homes, even though most people prefer to remain in their own homes and
communities. In FY 2006, Montana spent 12 percent on waiver services and 13 percent on
personal care services (PCS).

. Medicaid Participants' Expenditures (millions)
Type of Service
1999 2004 Change 2001 2006 Change
HCBS 4,279 4,805 +526 $44 $49 +$5
Nursing Homes 5,549 5,204 -345 $111 $147 +$36

Although Montana still has an unbalanced LTC system for older people and adults with
physical disabilities, Medicaid trends indicate that slight progress has occurred in recent
years. The number of Medicaid participants receiving home and community-based services
(HCBS) increased slightly, while the number of participants in nursing homes declined
slightly from 1999 to 2004. From FY 2001 to FY 2006, the increase in Medicaid spending
on nursing homes was more than seven times as much as the increase in spending on HCBS.

! This analysis separates Medicaid participation and spending data for older people and adults with physical disabilities from
the population with mental retardation/development disabilities (MR/DD) and other LTC populations. Participants and
expenditures for HCBS include all 1915(c) waivers for older people and adults with physical disabilities, and the personal
care services option, if the state offers it. All participants and expenditures for nursing homes are included, regardless of the
participants’ type of disability or reason for admission. Excluded are participants and expenditures for intermediate care
facilities for mental retardation (ICF/MR), HCBS waivers for other populations such as MR/DD, home health, and
individuals receiving LTC services through managed care programs. Participant numbers include all persons receiving
services during the year, not the average number on a given day; the number of nursing home participants is greater than the
number of nursing home beds in each state. The average number of Medicaid nursing home residents on any given day for
each state appears in the Tables tab at the end of the full report 4 Balancing Act: State Long-Term Care Reform (#2008-10).
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Major Initiative

Montana is aging at a faster rate than most other states, according to the State Plan on Aging.
“Providing long-term care choices for Montana’s high-risk individuals in rural/frontier
communities is going to be a challenge in the future as the population ages,” says the 2008
2011 State Plan on Aging. Consumers in these areas are “faced with the dilemma of finding
any available services in their area.”

To address these issues, the State Plan on Aging recommended an increase in the number of
people served by the Medicaid Home and Community-Based Waiver program by at least 100
slots over the biennium. The Montana legislature followed through on this recommendation
by providing additional funding for another 102 slots for the program.

The legislature also created an Older Montanans Trust Fund (Senate Bill 155) in 2007 that
will expand HCBS and develop new and innovative approaches to home-based services for
persons age 60 and older. The program will be implemented using $5 million of unspent Big
Sky RX, a prescription drug program for Medicare beneficiaries.

Another bill passed in 2007 (Senate Bill 206) authorizes the Department of Public Health and
Human Services to study the feasibility of increasing Medicaid payments to employers of
personal care attendants and other direct-care employees so those employers can provide
health insurance for their workers. SB 206 also authorizes the department to create a pilot
program to test the effects of the plan. The e T e
legislature also provided a $1.00 an hour - “Older Montanans Trust Fund”

increase for direct-care workers in state- The Older Montanans Trust Fund
funded LTC programs, bringing the minimum _encourages innovations in ‘home and
wage for these workers to $8.50 an hour. o commumty—based services for S

persons age 60 and older

Other Developments

Self-Direction. In January 2006, the federal government approved a 1915(c) Independence
Plus (IP) waiver for older persons and adults with disabilities in Montana, and provided a
grant of almost a half-million dollars. The new HCBS-IP program, called Big Sky Bonanza,
allows participants to purchase personal assistant services and other supplies and services
using an individual-budget approach. This option is offered to persons receiving personal
assistance services under Medicaid and to persons in the existing Elderly and Physically
Disabled waiver program, which has had a more limited self-direction option.

Before receiving the IP grant, the state had offered self-directed personal care services that
allowed participants to hire and dismiss workers but not to control an individual budget. The
state applied for the IP grant to expand consumer-directed services and to increase consumer
control. Participants can now be responsible, if they choose, for hiring, managing, and
dismissing workers, setting payment rates (within certain limits), and scheduling services.

A number of community agencies act as support brokers to provide assistance and support to
participants.
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slots over the biennium. The Montana legislature followed through on this recommendation
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Self-Direction. In January 2006, the federal government approved a 1915(c) Independence
Plus (IP) waiver for older persons and adults with disabilities in Montana, and provided a
grant of almost a half-million dollars. The new HCBS-IP program, called Big Sky Bonanza,
allows participants to purchase personal assistant services and other supplies and services
using an individual-budget approach. This option is offered to persons receiving personal
assistance services under Medicaid and to persons in the existing Elderly and Physically
Disabled waiver program, which has had a more limited self-direction option.

Before receiving the IP grant, the state had offered self-directed personal care services that
allowed participants to hire and dismiss workers but not to control an individual budget. The
state applied for the IP grant to expand consumer-directed services and to increase consumer
control. Participants can now be responsible, if they choose, for hiring, managing, and
dismissing workers, setting payment rates (within certain limits), and scheduling services.
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for services provided in either nursing homes or so-called intermediate care facili
ties for people with mental retardation (ICF/MR), and noninstitutional spending,
for services provided through waiver, personal care, and home health programs.
Data on nursing home, ICF/MR, personal care, and home health spending were ob-
tained from CMS 64 reports, as compiled annually by the Medstat Group’ Data on
HCBS waiver spending, by type of waiver, were obtained from CMS 64 reports on

- individual waiver programs, occasionally corrected with data obtained from CMS
372 reports 0

Because spending patterns, including the proportion devoted to HCBS, differ
markedly according to the targeted population, we analyzed spending explicitly
directed toward people with mental retardation and other developmental disabil-
ities (MR/DD) separately from those primarily directed toward people with other
types of disabilities. [CF/MR spending and MR/DD waiver spending are classified
as MR/DD spending, while nursing home, non-MR/DD waiver., personal care, and
home health spending is classitied as non-MR/DD spending.

W Data limitations. Limitations in these data inclide occasional incomplete or
Inaccurate reporting and expenditures reported according to the date of payment
rather than the.date of service provision, causing year-to-year fluctuations when
states delay payment and shift expenditures to the next fiscal year. Furthermore, a
limited amount of spending on services provided under capitated managed care pro-
grams is not reported; this limitation is mostly an issue for Arizona, which we ex-
cluded from the analysis because the bulk of its expenditures are not listed. A few
states (most notably Texas) have or had relatively small “frail elderly” programs dis-
tinct from rhe noninstitutional services already mentioned; because data for these
programs are available from the Medsrat compilations for some years but not others,
we omitted these programs from the analysis, too. .

In a few cases of missing or incomplete waiver data for particular waivers or
states, we interpolated or extrapolated to estimate expenditures. In one case of a
suspiciously large expenditure followed by a negative reported expenditure in the
subsequent year, we replaced both numbers with their average.

B Facilitating comparisons. To facilitate comparison across states, we obtained
per capita (not per recipient) expenditures for each state by dividing the reported
spending by the Census Bureaus population estimate for the state for the given
year! To further facilitate comparison across years, we adjusted the per capita
spending for inflation in medical care costs, using the Consumer Price Index (CPI)
for medical care services; amounts shown are in 1995 medical care dollars?

W Classification process. We then classified states according to their level and
pattern of HCBS spending. First, we divided the states into two groups according to
the proportion of their total 2005 LTC spending devoted to HCBS. States that spent
less than the median proportion on HCBS were classified as low-HCBS states; the
remaining states were classified as high-HCBS states. The latter were further di -
vided into two categories according to whether their HCBS spending remained rela-
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tively stable or increased markedly during the decade of interest: states whose per
capita, inflation-adjusted HCBS spending more than doubled during 1995-2005
were classified as expanding-HCBS states; the remaining states, as established-
HCBS states. States that were pioneers in offering extensive noninstitutional ser-
vices fell into this latter group. '

The classification process was done twice, once for non-MR/DD spending and
once for MR/DD spending. Thus, two separate groupings of states were obtained

(Exhibit 1).

Study Findings
~ H Non-MR/DD spending. The high- and low-HCBS states (as differentiated ac-
cording to their 2005 expenditures) differed markedly in the types and amounts of
spending on the non-MR/DD population (Exhibit 1). Low-HCBS states spent only
about $14 per capita on HCBS in 1995, compared to more than $24 for the high-
HCBS states. Both groups of states increased their HCBS spending over the decade
much faster than the rate of inflation, with the low-HCBS states increasing by 56.7
percent and the high-HCBS states growing still faster, by 110.0 percent.

HCBS spending data reveal vastly different rates of growth for the established-
and expanding-HCBS states (Exhibit 2). Established states increased their HCBS
spending relatively modestly during the period (21.2 percent), while expanding
states increased their spending by 276.2 percent. Especially rapid HCBS growth is
apparent among the expanding states during 2000-2005, mostly because of pro-
gram growth but also because California shifted a state-only program to a Medic-
aid personal care plan in 2001.

Nursing home spending grew by 3.4 percent in the low-HCBS states over the
period, after adjusting for inflation, but declined by 15.3 percent in the high-HCBS
states (Exhibit 3). A pattern of substantial growth is apparent in the low-HCBS
states between 1997 and 2002 (followed by a sharp one-year decline, which we hy-
pothesize is attributable to state budget shortfalls), and a steady decline is appar-
ent for the high-HCBS states beginning in 2002.

Total LTC spending on the non-MR/DD population grew by similar amounts in
the low- and high-HCBS states (Exhibit 4). But when we compared established
and expanding HCBS states, we found that LTC spending actually declined by 7.9
percent in the established-HCBS states, but increased markedly in the expanding-
HCBS states (24.2 percent). Spending increased greatly in both the low- and ex-
panding-HCBS states during 1997-2002, when the established-HCBS states were
able to hold their LTC spending relatively constant. The established-HCBS states
also experienced a large decline in spending between 2003 and 2005, which is not
seen in the data from the other states.

B MR/DD spending. Also shown in Exhibit 1is HCBS and institutional spend-
ing targeted to the MR/DD population. The practice of deinstitutionalizing this
population, or avoiding institutionalization entirely, is much better established than

HEALTH AFFAIRS - Volume 28, Number 1 265
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EXHIBIT 1

Mean Per Capita, Inflation
States With High And Low
Expenditure, And Percenta

-Adjusted Medicaid Long-Term Care (LTC) Spending In
Home And Community-Based Services (HCBS), By Type Of
ge Change, Fiscal Years 1995 And 2005

High-HCBS states

Low-HCBS
Non-MR/DD spending states? Al Established® Expanding®
HCBS spending
FY 1995 $13.69 $24.35 $39.67 $14.12
FY 2005 (1995 §$) $21.46 $51.10 $48.09 $53.12
Change 56.7% 110.0% 21.2% 276.3%
Institutionat spending (nursing homes)
FY 1995 $122.64 $110.83 $138.54 $92.35
FY 2005 (1995 $) $126.85 $93.88 $116.03 - $79.12
Change 3.4% -15.3% ~16.3% -14.3%
Total LTC spending » :
FY 1995 $136.34 $135.17 $178.21 $106.47
FY 2005 (1995 $) $148.31 $144.99 $164.12 $132.24
Change 8.8% 7.3% -7.9% 24.2%
HCBS proportion of total :
FY 1995 10.0% 18.0% 22.3% 13.3%
FY 2005 14.5 35.2 29.3 40.2
High-HCBS states
Low-HCBS
MR/DD spending states® All Established® Expanding’
HCBS spending (MR/DD waivers) ‘
Fy 1995 $14.24 $28.89 $47.82 $18.24
FY 2005 (1995 $) $36.31 $59.49 $71.04 $52.99
Change 155.6% 105.9% 48.6% 190.4%
Institutional spending (ICF/MR) ’
FY 1995 $42.44 $24.81 $26.73 $23.72
FY 2005 (1995 $) $36.33 $11.93 $10.30 $12.86
Change -14.4% -51.9% -61.5% -45.8%
Total LTC spending
FY 1995 $56.65 $53.70 $74.55 $41.97
FY 2005 (1995 $) $72.64 $71.42 $81.34 $65.84
Change 28.2% 33.0% 9.1% 56.9%
HCBS proportion of total '
FY 1995 25.1% 53.8% 64.1% 43.5%
FY 2005 50.0 83.3 87.3 80.5

SQURCE: Authors’ calculations based on data from Centers for Medicare and Medicaid Services 64 and 372 reports.
NOTES: MR/DD is mertal retardation/developmental disability. ICF/MR is intermediate care facility for mental retardation.
°AL, CT, DE, FL, GA, HI, iN, 1A, KY, LA, MD, MI, MS, NE, NH, NJ, ND, OH, PA, R, SC, SD, TN, UT.
*AR, CO, ME, MA, MT, NY, OR, VA, Wy, Wi,

AK, CA, 1D, IL, KS, MN, MO, NV, NM, NC, OK, TX, VT, WA, WY.

‘AK, CA, CT, 1D, IL, IN, JA, KY, LA, M1, MO, NV, NJ, NY, NC, ND, OH, OK, PA, SC, TN, TX, UT, VA.
*CO, MA, NH, OR, Rt, SD, VT, WA, WY.

'AL, AK, DE, FL, GA, Hi, KS, ME, MD, Mi, MN, MT, NE, NM, Wv, wi.

for people with other types of disabilities, and even the low-HCBS states devoted,
on average, half of their 2005 MR/DD 1TC spending to noninstitutional services.
Both the low- and high-HCBS states more than doubled their HCBS spending over
the period; this spending nearly tripled among the expanding-HCBS states. Institu

"
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EXHIBIT 2

Mean Per Capita, Inflation-Adjusted Spending On Home And Community-Based
Services (HCBS), Excluding Mental Retardation/Developmental Disability {MR/DD)
Programs, In States With Low And High HCBS, Fiscal Years 1995-2005

Spending (1995 dollars)

50
Established-HCBS states ~
40 / .
[ S —— > P
0 High-HCBS states pamm . ~~ Expanding-HCBS states

- ==
20 e ———
W
/ >~ Low-HCBS states

1995 1997 1999 2001 2003 2005

SOURCE: Authors’ calculations based on data from Centers for Medicare and Medicaid Services (CMS) 64 and 372 reports.
NOTE: For explanation of types of HCBS states, see text.

10

tional spending dropped for both low- and high-HCBS states, after adjusting for in-
flation, but the drop was much more dramatic for the high-HCBS states, where
ICF/MR spending declined by more than half, compared to a 14.5 percent drop
among the low-HCBS states. Particularly impressive is the 61.5 percent drop in
ICF/MR spending among established-HCBS states.

Total LTC spending for the MR/DD population increased for all types of states,
with a 28.2 percent increase among low-HCBS states and a 33.0 percent increase
among high-HCBS states (Exhibit 5). Established-HCBS states, however, experi-
enced by far the lowest rate of growth (9.1 percent), with hardly any growth in in-
tlation-adjusted spending between 1998 and 2005. Expanding-HCBS states had
the highest rate of spending growth, at 56.9 percent.

EXHIBIT 3
Mean Per Capita, Inflation-Adjusted Nursing Home Spending In States With Low And
High Home And Community-Based Services (HCBS), Fiscal Years 1995-2005

Spending {1995 doliars)
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SOURCE: Authors’ calculations based on data from Centers for Medicare and Medicaid Services (CMS) 64 and 372 reports.
NOTE: For explanation of types of HCBS states, see text.
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EXHIBIT 4
Mean Per Capita, Inflation-Adjusted Long-Term Care (LTC) Spending, Excluding Mental
Retardation/Developmental Disability (MR/DD) Programs, In States With Low And
High Home And Community-Based Services (HCBS), Fiscal Years 1995-2005

Spending (1995 dollars)
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100
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SOURCE: Authors’ calculations based on data from Centers for Medicare and Medicaid Services (CMS) 64 and 372 reports.
NOTE: For explanation of types of HCBS states, see text.

B Expenditures following HCBS expansion. Having observed that for both
non-MR/DD and MR/DD programs, established-HCBS states controlled spending
better than low-HCBS states and much better than expanding-HCBS states did, we
hypothesized that HCBS programs incur an initial cost and have the eventual, but
not immediate, effect of reducing instirutional spending and limiting the growth of
overall ITC spending. To explore this possibility, we examined ITC spending be-
fore, during, and after expansion of HCBS programs in several states.

Nine states rapidly expanded their non-MR/DD HCBS spending during the lat-
ter part of the 1990s and then held that (inflation-adjusted) spending relatively
steady until at least 2005. One state created a new PCS program and another ex-

EXHIBIT 5

Mean Per Capita, Inflation-Adjusted Long-Term Care (LTC) Spending On Mental
Retardation/Developmental Disability (MR/DD) Programs, In States With Low And
High Home And Community-Based Services (HCBS), Fiscal Years 1995-2005

Spending (1995 dollars)
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SOURCE: Authors’ calculations based on data from Centers for Medicare and Medicaid Services (CMS) 64 and 372 reports.
NOTE: For explanation of types of HCBS states, see text.
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panded an existing program, two states created new waiver programs and four ex-
panded existing waivers, and one state expanded both a PCS and a waiver pro-
gram. The growth in HCBS spending typlcally occurred over two years and then
leveled off.

Exhibit 6 presents the mean spending on non-MR/DD HCBS, nursing homes,
and total non-MR/DD LTC for the nine states; data for the states are combined not
according to the fiscal year of expenditure but instead according to the year rela-
tive to the expansion. The states had not yet begun to increase spending during
Year 0 (1995 for three states, 1996 for two, and 1997 for four); the expansion was es-
sentially complete by Year 2; and HCBS spending remained relatively steady for
the six subsequent years (ending in 2003, 2004, or 2005).

For these states, HCBS spending increased on average by 57.3 percent during
the two years of rapid growth, and then much more slowly during subsequent
years. Nursing home spending remained fairly stable for the three years following
full expansion and then declined in each subsequent year. Total non-MR/DD
spending rose especially rapidly during the period of HCBS expansion and then
rose more slowly for the next three years. During subsequent years, however, total
inflation-adjusted spending fell substantially, returning to just below its pre-
expansion level in the final year. '

For comparison, we identified fifteen states that held their non-MR/DD HCBS
spending stable over the entire period (Exhibit 6). With flat HCBS spending and
increasing nursing home spending, the comparison states saw a 4.6 percent in-
crease in overall spending over the period. Initial levels were roughly equal in the
comparison and expansionary states; following a temporary increase, the expan-

EXHIBIT 6

Mean Per Capita, Inflation-Adjusted Long-Term Care (LTC) Spending, Excluding Mental
Retardation/Developmental Disability (MR/DD) Programs, In Nine States, Before,
During, And After Home And Community-Based Services (HCBS) Expansion

Spending (1995 dollars)
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Total ~——__ Total (comparison states)

150 ——T--_—_--_-__--—----_w__
100 Nursing homes‘,m

50

HCBS -

0 1 2 3 4 5 6 7 8
Year relative to HCBS expansion

SOURCE: Authors’ calculations based on data from Centers for Medicare and Medicaid Services {CMS) 64 and 372 reports.
NOTES: Expansion states are CO, CT, KS, MN, NC, NE, TX, WA, WI. Comparison states are AL, AR, DE, FL, GA, IN, KY, Mi, NJ, NY,
ND, RI, TN, VA, WV.
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sionary states were able to reduce their overall non-MR/DD ITC spending to ap-
proximate that of the comparison states in Year 6, and then further reduce it in
subsequent years to below the comparison levels.

A similar analysis of states that expanded their MR/DD spending in the late
1990s (not shown) also suggests a lag between an increase in HCBS spending and
areduction in institutional spending, but the lag period appears to be shorter than
for the non-MR/DD population.

Discussion

An analysis of state-by-state Medicaid ITC spending for 1995-2005 reveals that
states offering extensive noninstitutional services experienced growth in overall
spending comparable to that in states offering lower levels of such services. This
finding holds true for spending on services both for people with nondevelopmen-
tal physical or cognitive disabilities, on the one hand, and for people with intellec-
tual and other developmental disabilities, on the other.

For both types of spending, states with extensive, well-established noninsti-
tutional programs saw much less spending growth than states with minimal
noninstitutional services. In the case of non-MR/DD spending, states with well-
established noninstitutional programs actually reduced their overall, inflation-
adjusted ITC spending, in contrast with growing expenditures among states with
minimal noninstitutional services. States that greatly expanded their HCBS pro-
grams during the period, however, saw greater increases in overall spending than
other states did; the bulk of this expansion occurred after 2000, and its long-term
effects are not yet observable.

B Negligible impact of other factors. In comparing ITC spending patterns
across states, it is worth exploring whether economic or population factors might
account for the observed differences. Published models of state variations in total
L'TC spending have identified the most important predictors as average income and
proportion of the population likely to need ITC, based either on a disability measure
or on the proportion of residents who are very elderly* We obtained state-by-state
data from the 2000 census on median household income and on the proportion of
residents with self-care difficulties; we found no significant correlation between ei-
ther of these variables and the proportional change in LTC spending. It is therefore
unlikely that such factors could explain the different spending trends observed
among the states.

M Lag between HCBS expansion and lower LTC spending. An examination of
a group of states that expanded HCBS programs in the late 1990s suggests that there
is a lag between the expansion of noninstitutional services and a subsequent, comr
pensatory reduction in institutional spending, resulting after several years in lower
total ITC spending than in states that did not expand HCBS programs. Because
HCBS programs tend to serve people at risk of needing institutional services, with
the goal of deferring or obviating their eventual institutionalization, and not merely
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people gradually moving out of institutions, a lag between the introduction of an
HCBS program and a reduction in the institutional population might be expected.
Furthermore, real savings in institutional costs occur only when the number of
Medicaid-financed nursing home residents is reduced, a process that can take years.

It seems apparent that states offering noninstitutional LTC services as an alter-
native to institutjonalization are not only complying with the Olmstead decision
and meeting the demands of their citizens with disabilities, but are also poten-
tially saving money. One caveat, however, is that an initial outlay is required to
launch a new HCBS program, followed several years later by a reduction in insti-
tutional spending and the possibility of overall cost savings. Additionally, our re-
sults do not necessarily imply that institutional savings occur automatically, but
instead may result from parallel policy initiatives such as certificate-of-need pro-
grams or moratoria on new nursing home beds.*

It is clear, in any case, that states offering noninstitutional alternatives do not
generally suffer any long-term financial penalty as a result. Such states have been
able to contain and even reduce costs, largely avoiding a feared “woodwork effect”
in which the demand for services was predicted to grow tremendously once HCBS
programs became available.

M Pending legislation and its costs. Legislation pending before Congress
would require states not already doing so to offer noninstitutional alternatives to
anyone eligible for institutional services. The Community Choice Act, successor to
the Medicaid Community-Based Attendant Services and Supports Act (MiCASSA),
was once estimated by the Congressional Budget Office to require additional Medic-
aid expenditures of $10-$20 billion or more annually, but a recent study calculates
that the cost would be much lower, $1.4-$3.7 billion Neither analysis attempted to
estimate cost savings through a commensurate reduction in institutional spending,
however. Our study suggests that if experience is any guide, such legislation would
likely entail no additional long-term spending and might in fact save money over the
long run by providing less costly services to people who could then avoid or defer
entering a nursing home or an ICF/MR.

RAIL ELDERLY PEOPLE, and especially nonelderly people with various

types of disabilities, need services that allow them to remain in their homes

and retain their independence, and avoid entering an institution, possibly to
remain there for the rest of their lives. In some states, those who cannot afford to
purchase their own services have no alternatives to institutionalization. Justifica-
tions based on financial constraints can no longer be credibly offered as reasons for
forcing such people into nursing homes and other institutions. HCBS programs
may be one instance in which offering people greater choice also helps reduce
costs.
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